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Foreword
This amended model accountancy bill was written by the state legisla
tion committee of the American Institute of Certified Public Accountants
(AICPA). It reflects AICPA legislative and educational policies and objec
tives, as adopted by the AICPA’s governing Council.
The first AICPA model accountancy bill was published in 1916. Succeed
ing model bills were published in 1926, 1945, 1956, 1958, 1961, 1970,
1971, 1972, and 1974. The model accountancy bill serves as a guide to the
profession at the state level and to state legislatures. We sincerely hope
that this publication will foster the adoption of uniform public account
ancy laws.
There is a continuing need for certified public accountants, and the ac
counting profession welcomes all qualified men and women to its ranks.
Indeed, the number of CPAs in the United States has increased from
25,000 in 1945 to over 200,000 today.
The model accountancy bill was approved for publication by the AICPA
Board of Directors on December 4, 1980.

Philip B. Chenok, President
American Institute o f Certified Public Accountants
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Introduction
The modern public accounting profession originated in Great Britain
during the latter half of the nineteenth century. In 1896 the New York state
legislature passed the first law creating the title certified public account
ant, thereby setting the pattern for state government regulation of the pub
lic accounting profession in the United States.
A model bill to regulate the practice of public accounting was first pub
lished by the American Institute of Accountants, the predecessor of the
present national membership organization of certified public accountants
(the American Institute of Certified Public Accountants). Currently, thirtythree states, plus the District of Columbia, Puerto Rico, Guam, and the
U.S. Virgin Islands, have adopted public accountancy laws whose major
provisions resemble those proposed in AICPA model accountancy bills.
The present model accountancy bill is intended as a forward-looking doc
ument with provisions that certified public accountants and the public in
general should consider enacting into state law. Differing requirements for
CPA certification, reciprocity, temporary practice, and other aspects of
state accountancy legislation in the fifty-four U.S. licensing jurisdictions
constitute artificial barriers to the interstate practice of public accounting.
The model bill seeks to eliminate these barriers, since reason dictates
that the laws under which public accounting is practiced in each of the fiftyfour jurisdictions should not be markedly different. (The jurisdictions are
the fifty states, Puerto Rico, the District of Columbia, the U.S. Virgin Is
lands, and Guam.)
Today’s economic conditions have produced many organizations that
transact business on an interstate basis; as a result, the practice of public
accounting typically extends across state lines. Thus, there is compelling
need for the enactment of uniform state accountancy laws that foster rather
than inhibit interstate professional practice.
An important provision of this model bill is that a CPA of any state may
obtain a permit to practice in any other state. This innovation, if enacted in
a significant number of jurisdictions, would eliminate one of the major bar
riers to interstate practice.
Accountancy laws are the statutory foundation upon which the CPA pro
fession is built. All CPAs are examined, licensed, and regulated under state
accountancy laws. The CPAs of each jurisdiction should embark on a pro
gram to enact an accountancy law based on this model bill.

1

The model bill embodies the two-tier concept of licensing. The first tier
is the CPA certificate; it is granted under the provisions of section 5. The
second tier is the permit to practice; it is granted under the provisions of
section 11.
The model accountancy bill reflects all applicable AICPA pronounce
ments, as approved by the AICPA Council, which is the governing body of
the Institute. They are the Legislative Policy (reprinted on pages 5-7,
herein), Education Requirements for Entry into the Accounting Profession
(1978), “Objectives of the American Institute of Certified Public Account
ants ” (contained in the 1978 publication. Rules o f Conduct and Bylaws),
and the report of the Ad Hoc Committee on Continuing Education (1971).
The AICPA State Legislation Department staff is available to provide
further assistance and guidance on matters concerning the state regulation
of public accounting.
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Memorandum to the Legislature
in Support of the
Model Accountancy Bill
Regulating Public Accounting
The public interest requires that certain professions must be regulated
to ensure that the public is protected from unqualified practitioners. The
regulation of the practice of public accounting serves the public interest in
much the same way as the regulation of other professions.
By its very nature, public accounting serves the public interest.
Certified public accountants were among the first consumer protection ac
tivists in our society. Their ever expanding role stems from widespread
public ownership of corporations; the public needs independent, con
sumer-oriented reports on the financial statements of such entities in order
to make sound decisions. Investors, managers, creditors, bankers, and
government officials also rely on such reports to make financial decisions.
So significant is public accounting that every state legislature has enacted
laws providing for the examination, licensure, and regulation of CPAs. It
should be noted, however, that this model bill does not restrict nonlicen
sees from engaging in such activities as internal auditing, public bookkeep
ing, tax return preparation, and management consulting.
Certified Public Accountants
A CPA is one o f more than 200,000 individuals who has demonstrated
competence to enter the accounting profession by fulfilling educational and
other requirements and by passing the Uniform CPA Examination.
The CPA examination tests the entry-level competence of an individual
to perform the services of a professional accountant. The examination, a
two-and-one-half-day test administered semiannually under controlled
conditions, is designed to determine the candidate’s knowledge of account
ing theory and practice, auditing standards, and business law. The exami
nation is prepared and graded under the direction of the Board of Exam
iners of the American Institute o f CPAs. The National Association of State
Boards of Accountancy annually reviews the examination preparation and
grading procedures for the benefit of the boards of accountancy. All boards
of accountancy use the Uniform CPA Examination and the AICPA Advisory
Grading Service.
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The bill establishes a board of accountancy to regulate the practice of
public accounting. The board promulgates rules and regulations for the ad
ministration of the act and has the authority to take disciplinary action.
Unlicensed persons are prohibited from practicing public accounting.
Reasons for Adopting the Bill
Financial statements that have been examined by CPAs are used by the
public to help make critical decisions. Users of financial statements include
investors, stockholders, bankers and other credit grantors, governmental
agencies, stock exchanges, prospective purchasers of a business, and other
third parties who rely upon the competence of professional accountants.
People who invest money or grant credit on the basis of financial state
ments and related reports are entitled to assume that those accountants
who are CPAs as a result of having demonstrated their competence under
state law are differentiated from those who do not have such competence.
The public cannot reasonably be expected to investigate the underlying
qualifications of each accountant.
Unlicensed persons are prohibited from using a title that may cause the
public to assume that they are designated by the state as professional ac
countants.
The rights of those persons who are currently licensed as public account
ants (PAs) are protected. However, in the future, all persons entering the
practice of public accounting must meet the qualifications of certified pub
lic accountants.
Fiscal Implications
The fees received by the board of accountancy should be sufficient to en
able the board to carry out the provisions of this act.

4

Legislative Policy (Annotated)
American Institute of
Certified Public Accountants
1. The public interest w arrants the licensing and regulation of persons
professing expertise in accounting who perform professional accounting
services, including the expression of opinions on financial statem ents and
o ther inform ation upon which the public necessarily relies.
Protection of the public interest is a basic tenet of society. Good govern
ments, since the beginning of civilization, have enacted laws protecting the
health and welfare of the public. These basic human rights are protected,
and indeed may only be secure, when the financial resources and economic
well-being of society are guarded. Today, financial decisions are made, and
resources are allocated, by reference to financial reports and other account
ing data. These reports and data must be fair and must be believable. Both
qualities are enhanced by the professional certified public accountant’s
work, and his function needs to be regulated for the public's sake.
The state, under its police power, may pass laws to protect the public
against fraud, deception or the consequences of ignorance and inca
pacity, and may exact the requisite degree of skill and learning of per
sons in professions and pursuits which affect the public health or wel
fare, such as accountancy. (Davis v. Allen, 307 S. W. 2d 800, Tenn. Ct.
App., 1957.)
2. T here is no such compelling need for licensing and regulation of p e r
sons offering record-keeping and elem entary accounting services p e r
formed at the instance of, and for the benefit of, employers and clients.
Nor is licensing req uired in connection with the preparation of tax returns
because of regulatory and disciplinary authority presently possessed by
the Internal Revenue Service and other taxing authorities.
Freedom of enterprise is a basic concept of American philosophy which
must be evaluated against the public’s right to protection when determin
ing activities that need to be regulated. There does not appear to be a com
pelling public interest in restricting the services noted above to licensed
persons only. At the same time, courts have held that the expression of
opinions on financial statements and data on which credit grantors, govern
ment officials, investors, and other third parties may rely, clearly involves
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the public interest in such a way as to require regulation. Professional ac
counting services deem ed to m erit regulation are perhaps well summa
rized in a 1964 decision of the Tennessee Court of Appeals. The Court said,
The Courts have generally recognized that the practice of public ac
countancy is a highly skilled and technical. . . profession and, as such,
may be regulated by the legislature within proper limits. . . . How
ever, the Courts consistently have held that legislation which pro
hibits noncertified accountants from practicing the profession of ac
countancy is invalid as it infringes upon rights of contract in matters of
purely private concern bearing no perceptible relation to the general
or public welfare. And, in so doing, the Courts have indicated that
bookkeeping and similar technical services— as contrasted with audit
ing and expressing opinions on financial statem ents— do not involve a
sufficient public interest to perm it legislative interference with the
normal right of an individual to deal with anyone he chooses. . . .
(State o f Tennessee ex rel. State Board o f Accountancy v. Bookkeepers
Business Service Co., 382 S.W. 2d 559, Tenn. Ct. App., 1964.)
Licensure of tax return preparers would be difficult to adm inister and
ineffective. A major disadvantage is that tax authorities would not automat
ically obtain information about the returns prepared by a licensee. Without
such information, it would be difficult to check on the competence or hon
esty of the return preparer. Moreover, licensure would not prevent impro
prieties associated with advertising by commercial tax return preparers
and tax return preparers who are unethical. Further, the federal govern
m ent should be given a fair chance to succeed in its current program of test
ing methods of regulating tax return preparers.
3. The practice of professional accountancy should ultim ately be re 
stricted to certified public accountants who have dem onstrated compe
tency by passing the Uniform CPA Examination, by fulfilling educational
and other requirem ents, and by continuing to m eet professional stand
ards.
The licensure and regulation of professionals should be conducted as a
professional function. State boards of accountancy have as their responsi
bility the maintenance of adherence to high technical and ethical stand
ards. In this policing activity, board m em bers should be qualified to judge
w hether the licensee’s professional activities conform with standards estab
lished to protect the public interest.
4. The enactm ent of a regulatory accountancy law is not intended to
deprive persons who are practicing public accounting as principals at the
time of passage of the law of th eir means of livelihood, and they should be
p erm itted to register as public accountants and become subject to regula
tion. All fu rth er registration or licensing to practice public accountancy
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should be limited to persons demonstrating their competence as certified
public accountants.
Registration of public accountants is appropriate to protect the interests
of those who at the tim e of the enactm ent of a law had been entitled to as
sume the designation “public accountant.” However, provision should not
be made for additions to the ranks of public accountants. The intention is to
protect the constitutional rights of those already engaged in public account
ing— not to create a perm anent second class of professional accountants.
Those who would enter public practice in the future should do so only by
satisfying educational and other requirem ents and by passing the Uniform
CPA Examination.
5. The accounting profession serves a broad public interest as evi
denced by the similarity of accounting needs in all political jurisdictions.
In order that it may serve this interest, uniform licensing and regulatory
requirements should be established, and unnecessary restrictions of a lo
cal character should be avoided.
Diversity in requirem ents for the CPA certificate tends to create confu
sion over the meaning of the certificate. Further, doubt is raised as to the
comparability of the com petence of CPAs. Accounting principles and au
diting standards used in the practice of public accounting are national in
scope; they are not subject to limitations imposed by geographical bounda
ries. The preponderance of interstate commerce in our economy makes it
necessary for qualified accountants to practice across state borders in re
sponse to the needs of the public.
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Model Accountancy Bill
An Act to regulate the practice o f public accounting in the public inter
est; to create a Board o f Accountancy and to prescribe its powers and
duties; and to provide penalties for violations o f the provisions o f this Act.

1
2
3

S e c t io n 1

4

T it l e

5

6

This Act may be cited as the “Public Accountancy Act o f 19____ ”
Se c t io n 2

7

P u r p o se

8

It is the policy o f this State and the purpose o f this Act—
(a)

(b)

9

To promote the dependability o f information which is used for guid
ance in financial transactions or for accounting for or assessing the
status or performance o f commercial and noncommercial enter
prises, whether public, private, or governmental; and
To protect the public interest by requiring that persons engaged in
the practice o f public accounting be qualified; that a public author
ity competent to prescribe and assess the qualifications o f public ac
countants be established; that—
(1)

Auditing or examining financial statements and issuing a report
expressing or disclaiming an opinion on such statements; or

10
11
12
13
14
15
16
17
18
19

Reviewing financial statements and issuing a report expressing
assurance on such statements; or

20

Compiling financial statements and issuing a compilation report
on such statements
be reserved to persons who demonstrate their ability and fitness to
observe and apply the standards o f the accounting profession; and
that the use o f accounting titles likely to confuse the public be
prohibited.

22

(2)

(3)

Comment

21
23
24
25
26
27
28

This section sets forth the legislative intent o f this act: to regulate the

29

practice of public accounting in the public interest. It is the responsibility

30

o f government to enact laws that ensure a reasonable level o f professional

31

competence to protect the public from those who are incapable o f perform

32

ing the duties expected or who abuse their positions of public trust,

33

9

1
2
3
4
5

6
7

8

9

10

The essence o f this model accountancy bill, as amplified in its succeeding
sections, is threefold: (1) to restrict the issuance of opinions on financial
statements and reports on reviewed or compiled financial statements to
those who have demonstrated their competence and have current permits
to practice, (2) to regulate the performance of accounting services by
holders of permits to practice, and (3) to prevent the use of titles and desig
nations that suggest professional competence by unlicensed individuals
and entities.

Se c t io n 3
D e f in it io n s

For the purposes o f this Act the following definitions shall apply—

11

12

(a)

Board. The term Board means the Board of Accountancy, a public
authority created by Section 4 o f this Act.

(b)

State. The term state includes the states of the United States, the
District o f Columbia, Puerto Rico, Guam, and the U.S. Virgin
Islands. The term State means this state.

(c)

Certified Public Accountant. A certified public accountant or CPA is a
person holding a certified public accountant certificate issued under
this Act or the accountancy act o f any state.

(d)

Public Accountant. A public accountant is a person holding a permit
to practice under this Act.

(e)

Opinions on Financial Statements. Opinions on financial statements
are any reports based on examinations in accordance with generally
accepted auditing standards as to whether the presentation of infor
mation used for guidance in financial transactions or for accounting
for or assessing the status or performance o f commercial and non
commercial enterprises, whether public, private, or governmental,
is in conformity with generally accepted accounting principles or
other comprehensive basis o f accounting.

(f)

Practice o f Public Accounting. The practice o f public accounting is—

13
14
15
16
17
18
19

20
21
22
23
24
25
26
27
28
29
30

(1)

31
32

(2)

33
34
35

(3)

36

(4)

37
38
39

(g)

40

10

Performing services as one skilled in the knowledge and prac
tice o f public accounting; or
Auditing or examining financial statements and issuing a report
expressing or disclaiming an opinion on such statements; or
Reviewing financial statements and issuing a report expressing
assurance on such statements; or
Compiling financial statements and issuing a compilation report
on such statements.

Report. A report is a brief description based on the accountant’s pro
fessional judgement conveying the nature and extent o f services per-

formed and the degree o f responsibility assumed for the client’s rep
resentations contained in the related financial statements.

2

(h)

Masculine terms shall also include the feminine.

3

(i)

Singular terms shall also include the plural.

4

1

Comment

5

The purpose o f this section is to convey clearly the meaning of the key
words and phrases as they are used throughout the bill.
The definition of the practice of public accounting, and the bill’s prohibi
tion of such practice by persons other than those holding permits to prac
tice, form the basis for regulating public accounting. The phrase opinions
onfinancial statements is used in place of the somewhat more familiar word
attesting because of the connotations of legal liability inherent in attesting.
Attesting has the connotative meaning of expressing absolute certainty or
warranting accuracy. The term opinions on financial statements, however,
states precisely what a professional accountant expresses when he issues a
report on an audit of a financial statement.
Definition (c), certified public accountant, is drawn broadly to recog
nize that all CPAs have attained their status by satisfying entry require
ments and to recognize the interstate nature of professional accounting.
When this definition is read in conjunction with section 11, under which
biennial permits to practice are issued, another major objective of the
model bill becomes apparent: to remove some of the present artificial bar
riers to the interstate practice o f professional accounting.
Definition (d), public accountant, is drawn broadly to encompass those
PAs in practice on the effective date of the enactment of the bill who hold
permits to practice.
Definition (f), practice o f public accounting, is drawn so that subdivision
(1) recognizes the many services that professional accountants perform, (2)
specifies audits or examinations of financial statements and reports issued
expressing or disclaiming an opinion on such statements, (3) deals with re
view reports, and (4) deals with compilation reports on financial state
ments.
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(a)

of

8
9

10
11

12
13
14
15
16
17
18
19

20
21
22

23
24
25
26
27
28
29
30
31
32

33

Se c t io n 4
Boar d

7

34

A ccountancy

There is hereby created a Board o f Accountancy in and for the State
o f ________________, to be known as th e ________________ Board of
Accountancy. The Board shall consist o f ________members. All mem
bers shall be appointed by the Governor. Membership o f the Board
shall consist o f those who hold certified public accountant certificates
and who are in public practice as certified public accountants in this
State and may include other persons who are qualified to judge
11

35
36
37
38
39
40
41

1
2

whether the qualifications, activities, and professional practice of
those regulated under this Act conform with standards to protect the
public interest. The members o f the Board first to be appointed shall
hold office, ________ for one year, _________ for two years, and
________ for three years from the effective date of this Act, the term
o f each to be designated by the Governor. Their successors shall be
appointed for terms of three years. Vacancies occurring during a
term shall be filled by appointment for the unexpired term. Upon the
expiration o f his term of office, a member shall continue to serve un
til his successor shall have been appointed and shall have assumed
office. The Governor shall remove from the Board any member
whose certificate or permit to practice has been revoked or sus
pended and may, after hearing, remove any member of the Board
for neglect o f duty or other just cause. No person who has served two
successive complete terms shall be eligible for reappointment. Ap
pointment to fill an unexpired term is not to be considered as a com
plete term.

3
4
5

6
7

8
9
10
11
12
13
14
15
16
17
18

(b)

The Board shall elect annually a president (or chairman), a secre
tary, and a treasurer from its members. The Board may adopt, and
amend from time to time, regulations for the orderly conduct of its
affairs and for the administration o f this Act. A majority o f the Board
shall constitute a quorum for the transaction o f business. The Board
shall have a seal which shall be judicially noticed. The Board shall
keep records o f its proceedings, and in any proceeding in court, civil
or criminal, arising out of or founded upon any provision o f this Act,
copies o f said records certified as correct under the seal of the Board
shall be admissible in evidence as tending to prove the content of said
records. The Board may employ such personnel and arrange for
such assistance as it may require for the performance of its duties.

(c)

Each member o f the Board shall receive compensation in an amount
to be fixed by __________________________________________________
(insert appropriate authority) for each day or portion thereof spent
in the discharge o f his official duties and shall be reimbursed for his
actual and necessary expenses incurred in the discharge of his official
duties.

(d)

The Board shall file an annual report o f its activities with the Gover
nor o f this State. Such report shall include, but not be limited to, a
statement o f all receipts and disbursements and a listing of all
certified public accountants, public accountants, accountants li
censed by foreign countries who are registered, offices registered,
limited permits to practice, and permits to practice issued under this
Act. The Board shall mail a copy o f each annual report upon request
to any person, office, a partnership or corporation listed, or to any
member o f the public.

19
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38
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44

12

(e)

4

(1)

Rules o f procedure for governing the conduct of matters before
the Board.

5

Rules o f professional conduct for establishing and maintaining
high standards o f competence and integrity in the profession of
public accounting.

7

Regulations governing educational requirements for issuance
o f the certificate o f certified public accountant.

10

Regulations establishing requirements o f continuing education
to promote the professional competence of holders of permits to
practice under Section 11 o f this Act as a condition to their con
tinuing in the practice o f public accounting.
Regulations governing partnerships and corporations practic
ing public accounting including, but not limited to, rules con
cerning their style, name, title, and affiliation with any other
organization, and establishing reasonable standards with re
spect to professional liability insurance and unimpaired capital,
and prescribing joint and several liability for torts relating to
professional services for shareholders of any such corporation
or partners o f any such partnership failing to comply with such
standards.

12

Any other rule or regulation which the Board deems necessary
or appropriate in exercising its functions under this Act.

25

(2)

(3)
(4)

(5)

(6)
(f)

1
2

The Board shall prescribe such rules and regulations not inconsistent
with the provisions o f this Act as it deems consistent with, or required
by, the public welfare and policy set forth in Section 2 of this Act.
Such rules and regulations may include—

At least 90 days prior to the promulgation o f any rule, regulation, or
amendment thereto under Subsection (e) o f this Section or under any
other provision o f this Act, the Board shall mail copies of the pro
posed rule, regulation, or amendment to each holder of a permit or a
limited permit to practice under Section 11 o f this Act with a notice
advising him or it o f the proposed effective date of the rule, regula
tion, or amendment and requesting that he or it submit comments
thereon at least 45 days prior to such effective date, provided that
such comments shall be advisory only, and failure to mail such rule,
regulation, amendment, or notice to all such permit holders shall not
affect the validity of any such rule, regulation, or amendment.

Comment

3

6
8
9

11

13
14
15
16
17
18
19
20
21
22
23
24

26
27
28
29
30
31
32
33
34
35
36
37
38

This section establishes a board o f accountancy to regulate the practice of

39

public accounting. The licensure and regulation o f professionals must be

40

conducted in an effective manner. It is vital that board members be

41

qualified to judge whether the licensee’s professional activities conform

42

with standards established to protect the public. Determination of the

43
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1
2
3
4
5

6
7

8
9

10
11

12
13
14
15
16
17
18

structure and composition of the board generally conforms to the prevail
ing customs in each state. While it may be deemed desirable to name to the
board one or more public members— individuals who are not CPAs— it is
important that a majority of board members be CPAs holding permits to
practice, for they possess the competence to make informed judgements on
technical issues.
Board members’ terms are staggered over a three-year period so that a
degree o f continuity will exist. The board is empowered to elect officers
from its members, to adopt regulations for the orderly conduct of its busi
ness, and to implement the provisions of the public accountancy law. The
board’s broad rule-making authority permits it to meet changing conditions
in the regulation of the practice o f public accounting.
Specific authority is also granted to the board to prescribe rules and reg
ulations concerning mandatory continuing professional education (CPE).
Because demands on the profession may change rapidly, specific require
ments for CPE as a condition for the renewal of the permit to practice are
not detailed in the act; they are left to administrative determination. (See
commentary following section 11.)

19

Se c t io n 5

20

C e r t if i e d P u b l ic A c c o u n t a n t s

21

(a)

22

The certificate o f “certified public accountant” shall be granted by
the Board to any person—

23

(1)

Who is o f good character; and

24

(2)

Who has a baccalaureate degree conferred by a college or uni
versity recognized by the Board and not less than 30 semester
hours o f additional study, the total educational program to in
clude an accounting concentration or its equivalent and such re
lated subjects as the Board shall determine to be appropriate;
and

(3)

Who shall have passed a written examination in accounting and
auditing and such related subjects as the Board shall determine
to be appropriate.

25
26
27
28
29
30
31
32
33

(b)

34
35
36
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(c)

38
39
40
41
42
43

14

The Board may, in its discretion, waive the educational requirement
for any candidate if it is satisfied, by appropriate means o f evalua
tion, that his educational qualifications are an acceptable substitute
for the requirements o f (a) (2) above.
The examination described in (a) (3) above shall be held by the Board
and shall take place as often as the Board shall determine to be desir
able, but not less frequently than once each year. The Board may
make such use o f all or any part o f the Uniform Certified Public Ac
countant Examination and Advisory Grading Service provided by
the American Institute o f Certified Public Accountants as it deems
appropriate to assist it in performing its duties hereunder.

(d)

(e)

(f)

A candidate who has met the educational requirement in (a) (2) above
or who expects to meet it within 120 days following the examination,
or with respect to whom it has been waived under (b) above, shall be
eligible to take the examination, provided he also meets the require
ments o f (a) (1) above. In the case o f any candidate admitted to the
examination on the expectation that he will complete his educational
requirement within 120 days, no certificate shall be issued, nor shall
credit for the examination or any part o f it be given, unless such re
quirement is in fact completed within that time or within such time as
the Board in its discretion may determine upon application.

1
2

The Board may, by regulation, provide for granting credit to a candi
date for his satisfactory completion o f a written examination in any
one or more o f the subjects specified in (a) (3) above given by the li
censing authority in any other state. Such regulations shall include
such requirements as the Board shall determine to be appropriate in
order that any examination approved as a basis for any credit shall,
in the judgement o f the Board, be at least as thorough as the most
recent examination given by the Board at the time of the granting of
such credit.
The Board may, by regulation, prescribe the terms and conditions
under which a candidate who passes the examination in one or more
o f the subjects indicated in (a) (3) above may be reexamined in only
the remaining subjects, with credit for the subjects previously
passed. It may also provide by regulation for a reasonable waiting
period for a candidate’s reexamination in a subject he has failed.
Subject to the foregoing and such other regulations as the Board may
adopt governing reexaminations, a candidate shall be entitled to any
number o f reexaminations.
In general, a candidate granted credit for satisfactory examination
in any one or more subjects specified in (a) (3) above shall have met
the educational requirement o f (a) (2) above in effect on the date of
the examination by which the candidate successfully completes his
examination under (a) (3) above; but, the Board may provide by regu
lation for exceptions to the general rule in order to prevent what it
determines to be undue hardship to candidates.

11

The Board shall charge each candidate an examination fee for the
initial examination under (a) above, or for reexamination under (e)
above for each subject in which the candidate is reexamined, or for
evaluation o f a candidate’s educational qualifications under (b)
above. The applicable fee shall be paid by the candidate at the time
he applies for examination, or reexamination, or evaluation of edu
cational qualifications. Fees for examination, or reexamination, or
evaluation o f educational qualifications shall be determined by the
Board.
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1
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(g)

Persons who, on the effective date o f this Act, held certified public
accountant certificates theretofore issued under the laws o f this State
shall not be required to obtain additional certificates under this Act,
but shall otherwise be subject to all provisions of this Act; and such
certificates theretofore issued shall, for all purposes, be considered
certificates issued under this Act and subject to the provisions
hereof.

(h)

Application for certification by candidates who are not residents of
this State shall constitute the appointment of the Department of
State of this State as an agent for service o f process in any action or
proceeding against such candidates arising out o f any transaction,
activity, or operation connected with or incidental to the practice of
public accounting in this State by nonresident holders of “certified
public accountant” certificates.
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Comment
The CPA certificate is the first tier of the two-tier licensing system em
bodied in this model accountancy bill. The second tier is the permit to prac
tice, which is granted under section 11.
One of the principal requirements for becoming a CPA is passage of the
Uniform Certified Public Accountant Examination. The examination is the
primary means used by the boards of accountancy of all fifty-four U.S. juris
dictions to measure the entry-level competence of CPA candidates.
Because of the public-interest aspects of the practice of public account
ing, it is essential that a CPA candidate be of good character. Typical ele
ments of good character are trustworthiness, respect for ethical consider
ations, and fiscal integrity.
The objective of the formal education requirement is to ensure that CPA
candidates have achieved proficiency in those disciplines included in the
body of knowledge common to the accounting profession. A baccalaureate
degree and not less than thirty semester hours of additional study, for a total
of 150 semester hours, are needed to acquire the common body of knowl
edge (according to the AICPA policy statement, Education Requirements
for Entry into the Accounting Profession). Many different combinations of
courses can meet this objective. Rigidity in the content of the education
requirements is to be avoided in these times of rapid change. (See Appen
dix 1 for a sample 150-semester-hour education program.)
The AICPA encourages CPA candidates to take the CPA examination as
close as possible to the date when they will have fulfilled the education re
quirement. For example, students graduating in June can take the exam
in May, as provided in subsection (d). Although all candidates should
strive to pass all parts of the examination at their first sitting, there is no
rigid requirement that they do so. Candidates who pass from one to three
parts of the examination are given credit for those parts. The candidate is
permitted any number of reexaminations to pass the remaining parts.
16
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Se c t io n 6
R e g is t r a t io n

of

A c c o u n ta n t s L ic e n s e d

by

F o r e ig n

C o u n t r ie s

3

(a)

4

(b)

The Board may, in its discretion, permit the registration of any per
son who is the holder o f a certificate, license, or degree in a foreign
country constituting a recognized qualification for the practice o f
public accounting in such country, which at the time of application is
then in full force and effect. A person registered under this Section
shall use only the title under which he is generally known in his own
country, translated into the English language, followed by the name
o f the country from which he received his certificate, license, or de
gree. Such registration shall qualify the holder to apply for an annual
limited permit to engage in the practice o f public accounting in this
State under Section 11 o f this Act.
The Board shall charge each person who applies for registration
under this Section a fee. The fee shall be paid at the time applica
tion is made for registration. Fees charged under this Section shall
be determined by the Board.

Comment

5

6
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This section recognizes that the practice of public accounting is interna

20

tional in scope and that professional accountants cross national boundaries.
The board of accountancy may register accountants licensed by foreign
countries. Registration qualifies the foreign applicant for an annual limited
permit to practice under section 11.

21

A foreign accountant who is registered and holds a limited permit may
use his foreign title followed by the name of his country. The annual limited
permit to practice limits the foreign accountant’s practice to serving the
needs of clients from his country.
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Se c t io n 7

29

P u b l ic A c c o u n t a n t s

30

(a)

(b)

Persons who on the effective date o f this Act hold registrations as
public accountants and permits to practice previously issued under
the laws o f this State shall be entitled to continue to be known as
“ public accountants” or to use the designation “ PA” provided that
such persons continue to hold permits to practice under Section 11 of
this Act. Such persons shall otherwise be subject to all the provisions
o f this Act.
After the effective date o f this Act no person except those qualified
under Subsection (a) o f this Section shall be entitled to registration as
a “public accountant” or “PA” or a permit to practice under Section
11 o f this Act.
17
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(c)

3
4
5

Persons who held registrations as “public accountants” or “ PAs” who
do not hold permits to practice on the effective date o f this Act shall
not be entitled to permits to practice under Section 11 o f this Act.
Such persons shall no longer use the term “public accountant” or the
designation “PA” in any way.

6

Comment

7

This section provides that persons qualified as public accountants (PAs)
who hold permits to practice issued under state law on the effective date of
this act shall be entitled to continue to practice as public accountants pro
vided that they maintain their permits to practice under section 11 of this
act.
This act makes no provision for the continuing admission to practice of a
class of accountants of lesser qualifications than CPAs. There is no logical
reason for continuing to extend the prestige o f state licensure to two classes
of accountants who are licensed to perform essentially the same services.
The public has a right to expect that accountants licensed by their state gov
ernment have demonstrated their competence and established their right
to serve the public at professional levels. Only CPAs have demonstrated
their professional qualifications to enter the practice of professional ac
counting by meeting educational requirements and by passing the Uniform
CPA Examination. Therefore, the provisions of section 7 protect the public
interest by not providing for the continuation of licensing of a second, less
qualified class o f accountants. However, the rights of those persons pres
ently earning their living as public accountants are provided for by allowing
them to continue to practice.
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Pa r t n e r s h i p s
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(a)

and

C

o r p o r a t io n s

C

o m po sed o f

C

e r t if ie d

31

A partnership engaged in this State in the practice of public account
ing shall register with the Board as a partnership o f certified public
accountants, and shall meet the following requirements:

32

(1)

The principal purpose and business of the partnership must be
to furnish to the public services not inconsistent with this Act
and the regulations o f the Board; and

(2)

At least one general partner thereof must be a certified public
accountant holding a permit to practice under Section 11 of this
Act; and
Each partner thereof must be a certified public accountant of
some state holding a permit to practice; and

30

33
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(3)

38
39

(4)

40
41
42

18

Each resident manager in charge o f an office of the partnership
in this State and each resident partner thereof personally en
gaged within this State in the practice o f public accounting as a

(b)

member thereof must be a certified public accountant holding a
permit to practice under Section 11 o f this Act.
A corporation organized for the practice o f public accounting en
gaged in this State in the practice o f public accounting shall register
with the Board as a corporation o f certified public accountants, and
shall meet the following requirements:
(1)

(2)

(3)

(4)

The principal purpose and business o f the corporation must be
to furnish to the public services not inconsistent with this Act
and the regulations o f the Board; and

2
3
4
5

6
7

8
9

Each shareholder o f the corporation must be a certified public
accountant o f some state holding a permit to practice and must
be principally employed by the corporation or actively engaged
in its business. No other person shall have any interest in the
stock o f the corporation. The principal officer o f the corporation
and any officer or director having authority over the practice of
public accounting by the corporation must be a certified public
accountant o f some state holding a permit to practice; and

10

At least one shareholder o f the corporation must be a certified
public accountant holding a permit to practice under Section
11 of this Act; and

18

11

12
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20

Each resident manager in charge o f an office of the corporation
in this State and each shareholder or director personally en
gaged within this State in the practice of public accounting must
be a certified public accountant holding a permit to practice un
der Section 11 o f this Act; and

21
22

In order to facilitate compliance with the provisions o f this Sec
tion relating to the ownership o f stock, there must be a written
agreement binding the corporation or its shareholders to pur
chase any shares offered for sale by, or not under the ownership
or effective control of, a qualified shareholder and binding any
holder not a qualified shareholder to sell such shares to the cor
poration or the qualified shareholders. The agreement must be
noted on each certificate o f corporate stock. The corporation
may purchase any amount o f its stock for this purpose, notwith
standing any impairment o f capital, so long as one share re
mains outstanding; and

26

The corporation must be in compliance with such other regula
tions pertaining to corporations practicing public accounting in
this State as the Board may prescribe.
Application for registration must be made upon the affidavit of a gen
eral partner or shareholder who is a certified public accountant hold
ing a permit to practice under Section 11 o f this Act. The Board shall
in each case determine whether the applicant is eligible for registra
tion. A partnership or corporation which is so registered and which

37

(5)

(6)

(c)

1
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holds a permit to practice under Section 11 of this Act may use the
designation “certified public accountants” or “CPAs” in connection
with its partnership or corporate name. Notification shall be given
the Board, within 30 days, after the admission or withdrawal of a
partner or shareholder engaged in this State in the practice of public
accounting from any partnership or corporation so registered.

3
4
5

6
7

(d)

8
9

10
11
12

Fees for the registration o f partnerships or corporations and for
notification o f the Board o f the admission or withdrawal o f a partner
or shareholder shall be determined from time to time by the Board.
Fees shall be paid by the applicant at the time the registration form
or notice of admission or withdrawal of a partner or shareholder is
filed with the Board.

13

Comment

14

This section requires that partnerships and corporations of CPAs en
gaged in the practice of public accounting in a state that has enacted the
model accountancy bill register with the board of accountancy.
At least one general partner must hold a permit to practice issued by the
state in which the partnership desires to practice, and each partner must be
a CPA of some state holding a permit to practice. Each resident manager of
an office and each partner personally engaged in the practice of public ac
counting in a state that has enacted this bill must be a CPA holding a permit
to practice issued by that state.
Similar ownership and management requirements are placed on corpo

15
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29

rations of CPAs to provide that such entities are properly regulated.
Generally applicable laws in existence in a state may apply to profes
sional corporations or partnerships. If such is the case, this section should
be revised to reflect those requirements. It should be noted that partner
ships and corporations registered under this section are not required to
maintain offices in a state that has enacted the model bill but may do so

30

under the provisions of section 10.
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(a)
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C o r p o r a t io n s C o m p o s e d

of

P u b l ic

A partnership engaged in this State in the practice of public account
ing shall register with the Board as a partnership of public account
ants and shall meet the following requirements;
(1) The principal purpose and business of the partnership must be
to furnish to the public services not inconsistent with this Act
and the regulations o f the Board; and
(2) At least one general partner thereof must be a certified public
accountant or a public accountant holding a permit to practice
under Section 11 o f this Act; and

(3)
(4)

(b)

Each partner must be a certified public accountant or a public
accountant holding a permit to practice; and
Each resident manager in charge o f an office of a partnership
in this State must be a certified public accountant or a public
accountant holding a permit to practice under Section 11 o f this
Act.

A corporation organized for the practice o f public accounting en
gaged in this State in the practice o f public accounting shall register
with the Board as a corporation o f public accountants and shall meet
the following requirements:

3
4
5

6
7

8
9

10

(1)

The principal purpose and business o f the corporation must be
to furnish to the public services not inconsistent with this Act
and the regulations o f the Board; and

11
12

(2)

Each shareholder o f the corporation must be a certified public
accountant or a public accountant holding a permit to practice
and must be principally employed by the corporation or actively
engaged in its business. No other person shall have any interest
in the stock o f the corporation. The principal officer o f the cor
poration and any officer or director having authority over the
practice o f public accounting by the corporation must be a
certified public accountant or a public accountant holding a per
mit to practice; and

14

Each resident manager in charge of an office of the corporation
in this State must be a certified public accountant or a public
accountant holding a permit to practice under Section 11 of this
Act; and

23

In order to facilitate compliance with the provisions of this Sec
tion relating to the ownership of stock, there must be a written
agreement binding the corporation or its shareholders to pur
chase any shares offered for sale by, or not under the ownership
or effective control of, a qualified shareholder and binding any
holder not a qualified shareholder to sell such shares to the cor
poration or its shareholders. The agreement must be noted on
each certificate o f corporate stock. The corporation may pur
chase any amount o f its stock for this purpose, notwithstanding
any impairment o f capital, so long as one share remains out
standing; and

27

The corporation must be in compliance with such other regula
tions pertaining to corporations practicing public accounting in
this State as the Board may prescribe.
Application for registration must be made upon the affidavit o f a gen
eral partner or shareholder who holds a permit to practice in this
State as a certified public accountant or as a public accountant. The
Board shall in each case determine whether the applicant is eligible

38

(3)

(4)

(5)

(c)
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for registration. A partnership or corporation which is so registered
and which holds a permit to practice under Section 11 o f this Act may
use the designation “public accountants” or “PAs” in connection with
its partnership or corporate name. Notification shall be given the
Board, within 30 days, after the admission to or withdrawal of a part
ner or shareholder engaged in this State in the practice o f public ac
counting from any partnership or corporation so registered.

3
4
5

6
7

8

(d)

9

10
11
12
13

Fees for the registration o f partnerships or corporations and for
notification o f the Board o f the admission or withdrawal of a partner
or shareholder shall be determined from time to time by the Board.
Fees shall be paid by the applicant at the time the registration form
or notice o f admission or withdrawal o f a partner or shareholder is
filed with the Board.

14

Comment

15

Restrictions are imposed on partnerships and corporations composed of
public accountants for reasons similar to those stated in regard to CPA part
nerships and corporations. (See commentary on section 8 regarding the ex
istence of generally applicable laws.)

16
17
18

10

19
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21
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(a)

Each office established or maintained in this State for the practice of
public accounting in this State by a certified public accountant, or a
partnership or corporation o f certified public accountants, or by a
public accountant, or a partnership or corporation o f public account
ants, shall be registered biennially under this Act with the Board.
Each such office shall be under the direct supervision o f a resident
manager holding a permit to practice under Section 11 of this Act,
who may be either a principal, shareholder, or a staff employee, pro
vided that the designation “certified public accountant” or “CPA”
shall not be used in connection with such office unless such resident
manager is the holder o f a certificate as a certified public accountant
and a permit to practice under Section 11 o f this Act, both of which
are in full force and effect. Such resident manager may serve in such
capacity at one office only.

(b)

Each office established or maintained in this State for the limited
practice o f public accounting in this State by an accountant licensed
by a foreign country who is registered under Section 6 of this Act,
and who holds an annual limited permit to practice public accounting
under Section 11 o f this Act, shall be registered annually under this
Act with the Board. Each such office shall be under the direct super
vision o f an accountant licensed by a foreign country who is regis
tered under Section 6 o f this Act and who holds an annual limited
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permit to practice under Section 11 o f this Act. Each such office shall
be designated only by the name and title o f the accountant licensed
by a foreign country, translated into the English language, under
whose direct supervision the office operates, followed by the name of
the foreign country.
(c)

(d)

1
2
3
4
5

The Board shall by regulation prescribe the procedure to be fol
lowed in effecting the registration and maintenance of offices estab
lished in this State for the practice o f public accounting or for the
limited practice o f public accounting in this State.

6

Fees for the registration o f offices shall be determined from time to
time by the Board. Fees shall be paid by the applicant at the time the
registration form is filed with the Board.

10
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Comment

13

This section requires that every office established or maintained for the
practice of public accounting in a state that has enacted the model ac
countancy bill is required to register with the state board of accountancy.

14

Each office must be under the direct supervision of a resident manager
who holds a permit to practice in the state. The title certified public ac
countant or the designation CPA may not be used to designate an office
unless the supervisor of the office is a CPA who holds a permit to practice

17

in the state.
The section also provides for the registration of offices established or
maintained in the state for the limited practice of public accounting by ac
countants licensed by foreign countries who qualify under section 6.
Se c t io n
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TO P r a c t i c e

(a)

15

27

Biennial permits to engage in the practice of public accounting in this
State shall be issued by the Board to certified public accountants and
to public accountants qualified under Section 7 of this Act who shall
have furnished evidence satisfactory to the Board of compliance with
the requirements o f Subsection (c) o f this Section and to partnerships
and corporations registered under Sections 8 or 9 of this Act, pro
vided all offices o f such certified public accountants, public account
ants, or partnerships or corporations in this State are maintained
and registered as required under Section 10 of this Act. An appli
cant for issuance or renewal o f a permit to practice shall at the time
of filing his or its application list with the Board all states in which he
or it holds or has made application for a permit to practice.
All permits to practice shall expire on the last day o f ---------of the
second year o f each biennium and may be renewed for a period of
two years.
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1

Alternate Subsection (a):

2

(a)

3

Biennial permits to engage in the practice of public accounting in this
State shall be issued by the Board to—

4

(1)

5

6
7

8

Certified public accountants who have demonstrated, in ac
cordance with regulations issued by the B oard,_____ years of
public accounting experience, or such other experience or em
ployment which the Board in its discretion shall regard as sub
stantially equivalent thereto, and to

9

(2)

Public accountants qualified under Section 7 of this Act, and to

10
11
12

(3)

Partnerships and corporations registered under Sections 8 or 9
o f this Act, provided all offices of such partnerships and corpo
rations in this State are maintained and registered as required
under Section 10 o f this Act.

13

Renewals o f permits to practice issued to individuals under (1) or
(2) above shall be issued pursuant to Subsection (c) o f this Section of
this Act.

14
15
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19

Applicants for issuance or renewal o f permits to practice shall at
the time of filing applications list with the Board all states in which
they hold or have made applications for permits to practice.

20
21
22

All permits to practice shall expire on the last day o f ---------of the
second year of each biennium and may be renewed for a period of
two years.

17
18

23

(b)

A certified public accountant who holds a permit to practice issued by
another state who applies for a permit to practice in this State shall
from the date o f filing his completed application with the Board be
deemed qualified to practice and may practice public accounting in
this State until the Board has acted upon his application.

(c)

After the expiration of the two-year period immediately following
the effective date o f Board regulations establishing requirements of
continuing education, every application for renewal of a permit to
practice by any person who has held a permit for two years or more
shall be accompanied or supported by such evidence as the Board
shall prescribe o f satisfaction o f such requirements during the last
two years preceding the application. Failure by an applicant for re
newal o f a permit to practice to furnish such evidence shall constitute
ground for revocation, suspension, or refusal to renew such permit
in a proceeding under Section 12 o f this Act, unless the Board in its
discretion shall determine such failure to have been due to reason
able cause or excusable neglect. The Board, in its discretion, may
renew a biennial permit to practice despite failure to furnish evi
dence o f satisfaction o f requirements o f continuing education upon
condition that the applicant follow a particular program or schedule
of continuing education. In issuing rules, regulations, and individual
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orders with respect to requirements o f continuing education, the
Board, in its discretion, may, among other things, use and rely upon
guidelines and pronouncements of recognized educational and pro
fessional associations; may prescribe for content, duration, and or
ganization o f courses; shall take into account the accessibility to ap
plicants of such continuing education as it may require, and take
into account instances o f individual hardship.
(d)

(e)

(f)

Application for a biennial permit to engage in the practice of public
accounting in this State by a certified public accountant who holds a
permit to practice issued by another state or by a partnership or cor
poration o f certified public accountants which holds a permit to prac
tice issued by another state shall constitute the appointment of the
Department o f State o f this State as an agent for service o f process in
any action or proceeding against the applicant arising out o f any
transaction or operation connected with or incidental to the practice
o f public accounting in this State by the holder of the biennial permit
to practice.
Annual limited permits to engage in the practice of public accounting
in this State shall be issued by the Board to accountants licensed by
foreign countries registered under Section 6 of this Act. Such per
mits shall be issued in the name o f the registrant followed by the rec
ognized accounting designation by which he is known in his own
country, translated into the English language, followed by the name
o f the country. Annual limited permits to engage in the practice of
public accounting qualify the holder to practice public accounting in
this State solely on matters concerning residents of, governments of,
corporations or business entities including their divisions, subsidi
aries, or affiliates o f the foreign country in which the person regis
tered holds his recognized qualification for the practice of public ac
counting. An applicant for issuance or renewal of an annual limited
permit to practice shall at the time o f filing his application list with
the Board all states in which he holds or has made application for
permits or limited permits to practice. Holders of annual limited
permits to practice issued under this Act shall notify the Board within
thirty days o f having been issued permits or limited permits in a state
or states other than those listed with the Board at the time he made
his application for his current limited permit to practice. All annual
limited permits to practice shall expire on the last day o f __________
of each year and may be renewed for a period of one year.
Holders o f annual limited permits to engage in the practice o f public
accounting shall not be required to meet the requirements of contin
uing education established under Subsection (c) of this Section. How
ever, if the licensing authority o f the foreign country in which the
holder o f the annual limited permit holds his recognized qualification
25
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(h)
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(i)
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for the practice o f public accounting has established requirements
for continuing education, the applicant for an annual limited permit
shall file an affidavit o f compliance with that country’s continuing ed
ucation requirements at the time o f application.
Application for an annual limited permit to engage in the practice of
public accounting by an accountant licensed by a foreign country
registered under Section 6 o f this Act shall constitute the appoint
ment o f the Department o f State o f this State as an agent for service
o f process in any action or proceeding against the applicant arising
out o f any transaction or operation connected with or incidental to
the practice o f public accounting in this State by the holder of the
annual limited permit to practice.
Fees for the issuance and renewal o f biennial permits to engage in
the practice o f public accounting in this State shall be determined
from time to time by the Board. Fees shall be paid by the applicant
at the time application is filed with the Board.
Fees for the issuance and renewal o f annual limited permits to en
gage in the practice o f public accounting in this State shall be deter
mined from time to time by the Board. Fees shall be paid by the ap
plicant at the time his application is filed with the Board.
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Comment
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The permit to practice is the second tier o f the two-tier licensing system
embodied in this model accountancy bill. The first tier, the CPA certificate,
is granted under the provisions of section 5.
All persons who practice public accounting in a state in which this bill is
enacted are required to have a permit to practice. Biennial permits are is
sued to certified public accountants. Public accountants who are qualified
under section 7 are also issued biennial permits. Accountants licensed by
foreign countries who are registered under section 6 may be issued annual
limited permits. Partnerships and corporations practicing public account
ing in the state also require biennial permits to practice.
The nature of today’s public accounting practice makes the ability to
practice across state lines very important. To ensure uninterrupted inter
state commerce, CPAs who hold permits to practice in one state are
granted permits to practice in other states that have enacted the provisions
of the model bill, thus eliminating many of the present artificial barriers to
interstate practice.
In accordance with the AICPA policy statement, Education Require
mentsfor Entry into the Accounting Profession, experience is not required
for the CPA certificate in section 5 or for the permit to practice in subsec
tion (a). Alternate subsection (a) is provided for use in those states that
choose to retain an experience requirement.
States that have not yet enacted the 150-semester-hours-of-education,
no-experience AICPA policy requirement may wish to insert transitional
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provisions in section 5 and in this section. The section 5 transitional provi
sion would require that, five years after enactment, 150 semester hours of
college study would be the education requirement for certification. During
the five-year section 5 transition, either 120 or 150 semester hours of col
lege study would be accepted as the educational requirement. The transi
tional provision for section 11 would require that, five years after enact
ment, no experience would be required. During the five-year section 11
transition, one year of public accounting experience, or its equivalent as
determined by the board of accountancy, would be required for CPA candi
dates who meet the lesser educational requirement of 120 hours, but candi
dates who meet the 150 hour requirement would not need experience.
The expanding body o f knowledge in the accounting profession and the
ever increasing complexity of the practice of public accounting make it es
sential for persons holding biennial permits to practice to maintain their
professional competence. Formal programs of continuing professional edu
cation (CPE) provide opportunities to keep pace with the expanding and
changing body o f knowledge. The report of the Ad Hoc Committee on Con
tinuing Education was adopted by the AICPA Council as policy. CPE is
required as a condition for renewal of the biennial permit to practice. (See
Appendix 2 for continuing education guidelines for boards of accountancy.)
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After notice and hearing as provided in Section 14 o f this Act, the Board
may revoke or suspend for a period not to exceed -------- years any
certificate issued under Section 5 o f this Act, or any registration granted
under this or any previous Act, or may revoke, suspend, or refuse to re
new any permit to practice or annual limited permit to practice issued un
der Section 11 o f this Act, or may censure the holder of any such permit
for any one or any combination o f the following causes:

24

(a)

31

(b)

Fraud or deceit in obtaining a certificate as a certified public ac
countant or in obtaining registration under this Act or in obtaining a
permit to practice or annual limited permit to practice public ac
counting under Section 11 o f this Act.
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Dishonesty, fraud, or gross negligence in the practice of public ac
counting.

36

(c)

Violation o f any o f the provisions o f this Act.

37

(d)

Violation o f a rule o f professional conduct promulgated by the Board
under the authority granted by this Act.

38

Conviction o f a crime or an act constituting a crime under—
(1) The laws o f this State; or

40

(e)

35

39

41
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1
2

(2)

The laws o f another state, and which, if committed within this
State, would have constituted a crime under the laws of this
State; or

(3)

The laws o f the United States.

3
4

(f)

Cancellation, revocation, suspension, or refusal to renew authority
to practice as a certified public accountant or as a public accountant
by any other state for any cause other than failure to pay a fee or to
meet the requirements of continuing education in such other state.

(g)

Suspension or revocation o f the right to practice before any state or
federal agency.

11

(h)

Conduct discreditable to the public accounting profession.

12

(i)

With respect to accountants licensed by foreign countries registered
under Section 6 o f this Act, in addition to the above causes, (a)
through (h), the following additional causes shall apply: Cancel
lation, revocation, suspension, or refusal to renew the registrant’s
certificate, license, or degree in a foreign country constituting the
recognized qualification for the practice of public accounting which
the Board recognized as qualifying the accountant licensed by a for
eign country for registration under Section 6 of this Act and for issu
ance o f an annual limited permit to practice under Section 11 of
this Act.

5

6
7

8
9

10

13
14
15
16
17
18
19

20
21
22

Comment

23

This section identifies the causes for which the board may revoke or sus
pend a CPA’s certificate or may revoke, suspend, or refuse to renew any
biennial permit or annual limited permit to practice. The board may also
censure a holder of a certificate or a permit. All such actions must be pre
ceded by notice and hearing, as detailed under section 14.
If a state has enacted an administrative procedures act of general applica
bility, it may be necessary to coordinate its provisions with the language of
this section.
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R e g is t r a t io n

34

After notice and hearing as provided in Section 14 of this Act, the Board
shall revoke the registration of any partnership or corporation issued un
der Section 8 or 9 o f this Act and permit to practice issued under Section
11 o f this Act o f a partnership or corporation if at any time it does not have
all the qualifications prescribed by the section of this Act under which it
qualified for registration. After notice and hearing as provided in Section
14 of this Act, the Board may revoke or suspend the registration of a part
nership or corporation, may revoke, suspend, or refuse to renew its per
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mit to practice issued under Section 11 of this Act, or may censure the
holder o f any such permit to practice for any of the causes enumerated in
Section 12 or for any o f the following additional causes:

1
2

(a)

4

(b)

The revocation or suspension o f the certificate o f certified public ac
countant or registration as a public accountant or the revocation or
suspension or refusal to renew the permit to practice of any partner
or shareholder.
The cancellation, revocation, suspension, or refusal to renew the au
thority o f the partnership or corporation, or o f any partner or
shareholder thereof, to practice public accounting in any other
state for any cause other than failure to pay a fee or to meet the re
quirements o f continuing education in such other state.
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This section mandates, after notice and hearing, the revocation of a part
nership or corporation registration and permit to practice if, at any time,
the partnership or corporation registered under section 8 or 9 does not
have all the prescribed requirements for registration. Also, the board may
revoke or suspend the registration or permit to practice of a partnership or
corporation. The board may also censure partnerships or corporations.
This section provides causes for board disciplinary action in addition to
those enumerated in section 12.
If a state has enacted an administrative procedures act of general applica
bility, it may be necessary to coordinate its provisions with the language of
this section.
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(a)

(b)
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O th er Boards

The Board may initiate proceedings under this Act either on its own
motion or on the complaint o f any person or on receiving notification
from another state board of accountancy of its decision to—
(1) Revoke or suspend practice privileges granted in that state to a
holder o f a certified public accountant certificate or a public ac
countant registration o f this State; or

33

(2)

Revoke, suspend, refuse to renew, or censure the holder o f a
permit to practice in that state who holds a permit to practice
under Section 11 o f this Act.

34

A written notice stating the nature o f the charge or charges against
the accused and the time and place of the hearing before the Board
on such charges shall be served on the accused not less than 30 days
prior to the date o f said hearing either personally or by mailing a
copy thereof by registered mail to the address of the accused last
known to the Board.
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(c)

If, after having been served with the notice o f hearing as provided
for herein, the accused fails to appear at said hearing and defend,
the Board may proceed to hear evidence against him or it, and may
enter such order as shall be justified by the evidence, which order
shall be final unless he petitions for a review thereof as provided
herein; provided, however, that within 30 days from the date o f any
order, upon a showing o f good cause for failing to appear and defend,
the Board may reopen said proceedings and may permit the accused
to submit evidence in his or its behalf.

(d)

At any hearing, the accused may appear in person, may be repre
sented by counsel, may produce evidence and witnesses on his or its
behalf, may cross-examine witnesses, and may examine such evi
dence as might be produced against him or it. A partnership may be
represented before the Board by counsel or by a partner. A corpora
tion may be represented before the Board by counsel or by a share
holder. The accused shall be entitled, on application to the Board, to
the issuance o f subpoenas to compel the attendance of witnesses on
his or its behalf.

(e)

The Board or any member thereof may issue subpoenas to compel
the attendance o f witnesses and the production of documents and
may administer oaths, take testimony, hear proofs, and receive ex
hibits in evidence in connection with or upon hearing under this Act.
In case o f disobedience to a subpoena, the Board may invoke the aid
of any court in requiring the attendance and testimony o f witnesses
and the production o f documentary evidence.

26

(f)

The Board shall not be bound by technical rules of evidence.

27

(g)

A stenographic record of the hearings shall be kept and a transcript
thereof filed with the Board.

(h)

At all hearings, the Attorney General o f this State (or other appropri
ate enforcement officer) or such other legal counsel as may be em
ployed, shall appear and represent the Board.

32

(i)

The decision o f the Board shall be by majority vote thereof.

33

(j)

Anyone adversely affected by any order o f the Board may obtain a
review thereof by filing a written petition for review with the_____
Court within 30 days after the entry o f said order. The petition shall
state the grounds upon which the review is asked and shall pray that
the order o f the Board be modified or set aside in whole or in part. A
copy o f such petition shall be forthwith served upon any member of
the Board and thereupon the Board shall certify and file in the Court
a transcript o f the record upon which the order complained of was
entered. The case shall then be tried de novo on the record made
before the Board, without the introduction of new or additional evi
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dence, but the parties shall be permitted to file briefs as in an ordi
nary case at law. The Court may affirm, modify, or set aside the
Board’s order in whole or in part or may remand the case to the
Board for further evidence and may, in its discretion, stay the effect
o f the Board’s order pending its determination of the case. The
Court’s decision shall have the force and effect o f a decree in equity.
(k)

1
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6

On rendering a decision to—

7

(1)

8

(2)

Revoke or suspend a certificate issued under Section 5 of this
Act; or
Revoke or suspend a registration granted under this or any pre
vious Act; or

9

10
11

Revoke, suspend, refuse to renew, or censure the holder of a
permit or annual limited permit to practice issued under Sec
tion 11 o f this Act,

12

the Board shall examine its records to determine whether the ac
cused holds a certificate, a registration, or a permit or annual limited
permit to practice in any other state. If the Board determines that
the accused holds a certificate, a registration, or a permit or annual
limited permit to practice in any other state, the Board shall notify
the board o f accountancy o f such other state o f its decision by mail
within 30 days of rendering such decision.
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(3)
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Comment
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The board may initiate a hearing on its own motion, upon receipt of a
complaint from any person, or upon receipt of a notice from another state’s
board o f accountancy stating that board’s decision either to revoke or sus
pend a CPA or a PA from practice in that state or to revoke, suspend, or
refuse to renew a permit to practice of a holder of a permit in this state.

23

Procedures are provided to protect the rights of the accused.
If a state has enacted an administrative procedures act of general applica
bility, it may be necessary to coordinate its provisions with the language of
this section. While some of this section’s procedural provisions may be

28

dealt with in a state’s administrative procedures act, they are set down here

32

to encourage their inclusion in the accountancy statute.
Anyone who is adversely affected by an order of the board may obtain a
review of the order by filing a petition for review with an appropriate court.
If the board decides to revoke or suspend a CPA certificate or a PA regis
tration, or to revoke, suspend, or refuse to renew a permit or an annual
limited permit to practice, the board is required to examine its records to
determine if the accused holds a CPA certificate, a PA registration, or a per
mit or annual limited permit to practice in any other state. The board is
required to notify the other state’s board of its decision if it determines that
the accused holds a certificate, registration, or permit in that state.
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Upon application in writing and after hearing pursuant to notice, the
Board may—

5

(a)

Reissue a certificate to a certified public accountant whose certificate
has been revoked or suspended; or

(b)

Reissue the registration o f a public accountant whose registration
has been revoked or suspended; or

(c)

Reissue the registration of an accountant licensed by a foreign coun
try whose registration has been revoked or suspended; or

(d)

Modify the suspension of or reissue any permit to practice or annual
limited permit to practice public accounting which has been re
voked, suspended, or which the Board has refused to renew.
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This section allows the board of accountancy to reissue a previously re

16

voked or suspended certificate, registration, permit, or annual limited per

17

mit to practice upon written application, hearing, and determination. The

18

board is also authorized to modify its suspension of or its refusal to renew a

19

permit or annual limited permit to practice.

20

In states that have enacted an administrative procedures act of general

21

application, it may be desirable to coordinate the provisions of this section

22

with that act.
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(a)

Except as permitted by the Board pursuant to Section 17, Subsection
(b) of this Act, no person shall hold himself out to the public, assume
or use the designation “certified public accountant” or “CPA” or any
other title, designation, words, letters, abbreviation, sign, card, or
device tending to indicate that such person is a certified public ac
countant or CPA, unless such person has received a certificate as a
certified public accountant, holds a permit to practice under Section
11 of this Act which is not revoked or suspended, and all of such
person’s offices in this State for the practice of public accounting are
maintained and registered as required under Section 10 of this Act.

(b)

No partnership or corporation shall hold itself out to the public, as
sume or use the designation “certified public accountant” or “ CPA” or
any other title, designation, words, letters, abbreviation, sign, card,
or device tending to indicate that such partnership or corporation is
composed o f certified public accountants or CPAs, unless such part
nership or corporation is registered as a partnership or corporation
o f certified public accountants under Section 8 of this Act, holds a
permit to practice under Section 11 o f this Act, and all offices o f such
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partnership or corporation in this State for the practice of public ac
counting are maintained and registered as required under Section
10 o f this Act.
(c)

(d)

(e)

(f)

No person shall hold himself out to the public, assume or use the des
ignation “public accountant” or “ PA” or any other title, designation,
words, letters, abbreviation, sign, card, or device tending to indicate
that such person is a public accountant or PA, unless such person is
qualified as a public accountant under Section 7 of this Act, holds a
permit to practice under Section 11 of this Act, and all of such
person’s offices in this State for the practice of public accounting are
maintained and registered as required under Section 10 of this Act;
or unless such person has received a certificate as a certified public
accountant, holds a permit to practice under Section 11 of this Act,
and all of such person’s offices in this State for the practice o f public
accounting are maintained and registered as required under Section
10 of this Act.
No partnership or corporation shall hold itself out to the public, as
sume or use the designation “public accountant” or “PA” or any other
title, designation, words, letters, abbreviation, sign, card, or device
tending to indicate that such partnership or corporation is composed
of public accountants or PAs, unless such partnership or corporation
is registered as a partnership or corporation of public accountants
under Section 9 o f this Act or as a partnership or corporation of
certified public accountants under Section 8 of this Act, holds a per
mit to practice under Section 11 o f this Act, and all offices of such
partnership or corporation in this State for the practice o f public ac
counting are maintained and registered as required under Section
10 of this Act.
No person, partnership, or corporation shall hold himself or itself
out to the public, assume or use alone, or in connection with his or its
name, or any other name the title or designation “certified account
ant, ” “chartered accountant,” “ enrolled accountant,” “licensed ac
countant,” “registered accountant,” “accredited accountant,” or any
other title or designation likely to be confused with “certified public
accountant” or “public accountant,” or any o f the abbreviations
“ CA,” “ EA,” “RA,” “LA,” or “AA,” or similar abbreviations likely to
be confused with “ CPA ” or “PA” ; provided, however, that anyone who
holds a permit to practice under Section 11 of this Act and all of
whose offices in this State for the practice of public accounting are
maintained and registered as required under Section 10 of this Act
may hold himself out to the public as an “accountant” or “auditor.”
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No person shall sign, affix, or associate his name or any trade or
assumed name used by him in his profession or business to any—

42

(1)

44

Report expressing or disclaiming an opinion on a financial state
ment based on an audit or examination of such statement; or
33

43

45

1
2

(2)

Report expressing assurance on a financial statement based on a
review o f such statement; or

3

(3)

Compilation report on a financial statement based on a compila
tion o f such statement

4

unless he holds a biennial permit or an annual limited permit to prac
tice under Section 11 o f this Act and all o f his offices in this State for
the practice o f public accounting are maintained and registered un
der Section 10 o f this Act.

5
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No person shall sign, affix, or associate a partnership or corporate
name to any—

11

(1)

Report expressing or disclaiming an opinion on a financial state
ment based on an audit or examination of such statement; or

(2)

Report expressing assurance on a financial statement based on a
review o f such statement; or

(3)

Compilation report on a financial statement based on a compila
tion o f such statement

9

(g)

12
13
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15
16

unless the partnership or corporation is registered under Section 8
or 9 of this Act, holds a permit to practice under Section 11 o f this Act
and all o f its offices in this State for the practice of public accounting
are maintained and registered as required under Section 10 of this
Act.
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(h)

No person, partnership, or corporation not holding a permit to prac
tice under Section 11 of this Act shall hold himself or itself out to the
public as an “ accountant” or “auditor” with or without any other de
scription or designation by use o f either or both of such words on any
sign, card, letterhead, or in any advertisement or directory.

(i)

No person shall assume or use the designation “certified public ac
countant” or “ CPA” or “public accountant” or “PA” in conjunction
with names indicating or implying that there is a partnership or cor
poration or in conjunction with the designation “and Company” or
“and Co.” or a similar designation if, in any such case, there is in fact
no bona fide partnership or corporation registered under Section 8
or 9 o f this Act; provided, however, that a sole proprietor or partner
ship lawfully using such title or designation in conjunction with such
names or designation on the effective date of this Act may continue to
do so if he or it otherwise complies with the provisions o f this Act.

(j)

No person, partnership, or corporation shall hold himself or itself
out to the public for the practice o f public accounting unless such per
son, partnership, or corporation holds a permit to practice under
Section 11 o f this Act and all o f his or its offices in this State are regis
tered and maintained under Section 10 o f this Act.
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(k)

The provisions o f Subsections (a), (c), and (e) o f this Section shall not
prohibit any accountant licensed by a foreign country who is regis
tered under Section 6 o f this Act and who holds an annual limited
permit to engage in the practice o f public accounting under Section
11
o f this Act from using the accounting designation by which he
known in his own country, translated into the English language.

Comment

1
2
3
4

is5
6
7

Subsections (a), (b), (c), and (d) protect the public from the unauthorized
use of the title certified public accountant, the designation CPA, the title
public accountant, or the designation PA.
Subsections (e) and (h) protect the public by prohibiting the use of titles,
designations, or abbreviations that are likely to confuse the public. Persons
holding permits to practice under section 11, however, may hold them
selves out to the public as “accountants” or “auditors.”
The provisions of subsections (f) and (g) prohibit persons, partnerships,
or corporations not holding permits to practice from issuing any report ex
pressing an opinion on a financial statement and from issuing any review or
compilation report on a financial statement. Subsection (i) provides that
persons may not represent that a public accounting firm is in practice if in
fact there is no bona fide partnership or corporation.
Subsection (j) represents one o f the most important parts of this act: It
provides that no person, partnership, or corporation shall hold himself or
itself out to the public for the practice o f public accounting unless the per
son, partnership, or corporation holds a permit to practice. When this sub
section is read in conjunction with section 3 (f), the definition of the practice
of public accounting, it is clear that the protection of the public from
unqualified practitioners is one of the primary objectives of this act.
Accountants licensed by foreign countries who have registered with the
board of accountancy and who hold limited permits to practice may use
their foreign titles under subsection (k).
Subsection (h) prohibits a person, partnership, or corporation from hold
ing himself or itself out to the public under the designation accountant or
auditor if he or it does not hold a permit to practice under this act. An
officer, employee, partner, or principal o f any organization, or a public
official or public employee, may sign any statement or report in reference
to the affairs o f the organization and describe himself by the position, title,
or office he holds in the organization, under the provisions of subsection (e)
of section 17. Subsection (e) specifically permits those persons who hold
permits to practice to hold themselves out to the public as accountants or
auditors. Court decisions that have been rendered on state laws having
similar prohibitions on the use o f the designation accountant or auditor
have been almost evenly divided between upholding and overturning such
prohibitions. Local legal counsel should be consulted for advice on subsec
tion (h) and the portion o f subsection (e) concerning the use of the designa
tions accountant and auditor.
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(a)

Nothing contained in this Act shall be construed as prohibiting any
person not a certified public accountant or a public accountant from
serving as an employee o f or an assistant to a certified public account
ant, or a public accountant, or a partnership or corporation com
posed o f certified public accountants, or a partnership or corpora
tion composed o f public accountants holding a permit to practice
under Section 11 o f this Act; provided, however, that such employee
or assistant shall not issue any accounting or financial statement or
report over his name.

(b)

Nothing contained in this Act shall be construed as prohibiting any
person who is the holder o f a certificate as a “certified public account
ant” which has not been revoked or suspended by the Board or by
another state board of accountancy from assuming or using the des
ignation “certified public accountant” or “ CPA” or any other title,
designation, words, letters, sign, card, or device tending to indicate
that such person is a certified public accountant; provided, however,
that the provisions o f this Subsection on the use of the designation of
“certified public accountant” or “ CPA” shall in no way be used in con
nection with the practice o f public accounting in this State.

(c)

Nothing contained in this Act or in any law o f this State shall be con
strued as prohibiting a certified public accountant, a public account
ant, a partnership or corporation o f certified public accountants, a
partnership or corporation o f public accountants, or any of their em
ployees from disclosing any information in confidence to other
certified public accountants, public accountants, peer review teams,
partnerships or corporations o f certified public accountants, or part
nerships or corporations o f public accountants engaged in conduct
ing peer reviews or any one o f their employees in connection with
peer reviews o f such accountant’s accounting and auditing practice
conducted under the auspices o f recognized professional associa
tions.

(d)

Nothing contained in this Act or in any law o f this State shall be con
strued as prohibiting a certified public accountant, a public account
ant, a partnership or corporation o f certified public accountants, a
partnership or corporation o f public accountants, or any of their em
ployees from disclosing any information in confidence to any em
ployee, representative, officer, or committee member of a recog
nized professional association or to the Board of Accountancy or any
of its employees or committees in connection with a professional
ethics investigation held under the auspices of recognized profes
sional associations or the Board of Accountancy.
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(e)

The provisions o f Subsections (f), (g), and (h) of Section 16 of this Act
shall not prohibit any officer, employee, partner, or principal o f any
organization—

2

(1)

From affixing his signature to any statement or report in refer
ence to the affairs o f said organization with any wording desig
nating the position, title, or office which he holds in said organi
zation; or

4

From describing himself by the position, title, or office he holds
in such organization; nor
prohibit any act o f a public official or a public employee in the perfor
mance o f his duties as such,

8

(2)

(f)

Nothing contained in this Act shall be construed as prohibiting any
person, partnership, or corporation not holding a permit under Sec
tion 11 o f this Act from offering or rendering to the public bookkeep
ing and tax services, including devising and installing systems, re
cording and presentation o f financial information or data, preparing
financial statements or similar services; provided, however, that
persons, partnerships, or corporations not holding a permit under
Section 11 o f this Act who offer or render the above mentioned
services shall not—
(1) Audit or examine a financial statement and issue a report ex
pressing or disclaiming an opinion on such statement; or
(2)
(3)

Review a financial statement and issue a report expressing as
surance on such statement; or
Compile a financial statement and issue a compilation report on
such statement.
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Comment

27

This section contains a number of exceptions that clarify the intent of the
model accountancy bill.
Employees of certified public accountants or public accountants are not
required to be CPAs or PAs. Persons holding CPA certificates who do not
have permits to practice may refer to themselves as CPAs but may not do so
in any way related to the practice of public accounting, thus recognizing
persons who have achieved the professional designation of CPA. Persons
who may wish to use the CPA designation as permitted in this section in
clude educators, people in private industry or government, or retired
CPAs.
Subsections (c) and (d) provide important exceptions for the release of
any information needed for peer reviews or professional ethics investiga
tions, two important areas of the profession's system of self-regulation.
Subsection (e) permits officers, employees, partners, or principals of any
organization to describe themselves by the titles they hold in those organi
zations. Also, the acts of public officials or employees in the performance of
their public duties are not prohibited.
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1
2
3
4
5

Subsection (f) clearly provides that this act does not prohibit the perfor
mance of public bookkeeping and tax services by unlicensed persons, pro
vided that persons who do not hold permits to practice shall not audit, ex
amine, review, or compile a financial statement and issue a report on these
professional services.

6

S e c t i o n 18

7

In j u n c t io n A g a in s t U n l a w f u l A c t s

8

15

Whenever, in the judgement o f the Board, any person has engaged, or is
about to engage, in any acts or practices which constitute, or will consti
tute, a violation o f this Act, the Board may make application to the
__________ Court for an order enjoining such acts or practices, and upon a
showing by the Board that such person has engaged, or is about to engage,
in any such acts or practices, an injunction, restraining order, or such
other order as may be appropriate shall be granted by such Court without
bond.

16

Comment

17
19

This section authorizes the board to seek injunctive relief in an appropri
ate court for an order enjoining acts or practices that it deems to be in viola
tion o f this act.

20

S e c t i o n 19

21

M is d e m e a n o r s — P e n a l t y

22

29

Any person who violates any provision o f this Act shall be guilty of a
misdemeanor, and upon conviction thereof, shall be subject to a fine o f not
more than__________ dollars or to imprisonment for not more than one
year or to both such fine and imprisonment. Whenever the Board has rea
son to believe that any person is liable to punishment under this Section, it
may certify the facts to the Attorney General o f this State (or other appro
priate enforcement officer) who may, in his discretion, cause appropriate
proceedings to be brought.

30

Comment

31
32

This section provides that a fine, imprisonment, or both may be levied
against any person found guilty of violating any provision of this act.

33

S e c t i o n 20

34

Si n g l e A c t E v i d e n c e

35

The display or presenting o f a card, sign, advertisement, or other
printed, engraved, or written instrument or device bearing a person's
name in conjunction with the words “certified public accountant” or any

9

10
11
12
13
14
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23
24
25
26
27
28

36
37

38

of

P r a c t ic e

abbreviation thereof, or “public accountant” or any abbreviation thereof,
except as permitted by this Act, shall be prima facie evidence in any action
brought under Section 18 or Section 19 of this Act that the person whose
name is so displayed caused or procured the display or presenting of such
card, sign, advertisement, or other printed, engraved, or written instru
ment or device and that such person is holding himself out to the public as
a certified public accountant or as a public accountant. In any such action,
evidence of the commission of a single act prohibited by this Act shall be
sufficient to justify an injunction or a conviction without evidence of a gen
eral course of conduct.
Comment

3
4
5

6
7

8
9

10
11

This section recognizes that, in actions brought under section 18 or 19,
evidence of the commission of a single act prohibited under this act shall be
deemed prima facie evidence and thereby sufficient to justify an injunction
or conviction.
S e c t i o n 21
O w n e r s h ip

1
2

12
13
14
15

16
of

A c c o u n t a n t s ’ W o r k i n g Pa p e r s

17

All statements, records, schedules, working papers, and memoranda
made by a certified public accountant or public accountant incident to or
in the course of professional services to clients by such accountant, except
reports submitted by a certified public accountant or public accountant to
a client, shall be and remain the property of such accountant, in the ab
sence of an express agreement between such accountant and the client to
the contrary. No such statement, record, schedule, working paper, or
memorandum shall be sold, transferred, or bequeathed, without the con
sent of the client or his personal representative or assignee, to anyone
other than one or more surviving partners or new partners of such ac
countant or to his corporation or any combined or merged partnership or
successor in interest to the partnership.
Comment
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This section provides that an accountant’s working papers are the prop

31

erty of the accountant and prohibits their transfer without the client’s con

32

sent.

33

S e c t i o n 22
C o n f id e n t ia l C

(a)

34
35

o m m u n ic a t io n s

A certified public accountant, a public accountant, a partnership or
corporation of certified public accountants, a partnership or corpora
tion of public accountants, or any of their employees shall not dis
close any confidential information obtained in the course of a profes

39

36
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39

sional engagement except with the consent of the client or former
client or as disclosure may be required by law, legal process, the
standards o f the profession, or as disclosure o f confidential informa
tion is permitted by Subsections (c) or (d) o f Section 17 of this Act in
connection with peer reviews or ethics investigations.
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6

(b)

7
8
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14

This Section shall not be construed as limiting the authority of this
State or o f the United States or an agency of this State or of the
United States to subpoena and use such information in connection
with any investigation, public hearing or other proceeding; nor shall
this Section be construed as prohibiting a certified public accountant
or a public accountant whose professional competence has been chal
lenged in a court o f law or before an administrative agency from dis
closing confidential information as a part of a defense to the court
action or administrative proceeding.

15

Comment

16

This section provides that any confidential information obtained in the
course of a professional engagement shall not be disclosed except with the
consent of the client or as may be required by law, legal process, or the
standards of the profession. This section’s provisions are compatible with
the profession’s Code o f Professional Ethics rule on confidentiality.
Confidential communications between an accountant and a client are a ba
sic tenet of professionalism.
Certified public accountants or public accountants whose professional
competence has been challenged in a proceeding in a court of law or by an
administrative agency are not prohibited from disclosing confidential infor
mation as a part of a defense in such proceedings. Information required in
connection with a peer review or an ethics investigation may be disclosed
in confidence under the provisions of subsections (c) or (d) of section 17.
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Se c t io n 23

30

C o n s t r u c t io n

31

If any provision o f this Act or the application thereof to anyone or to any
circumstance is held invalid, the remainder o f the Act and the application
of such provision to others or other circumstances shall not be affected
thereby.

32
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34
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S e c tio n 24

36

R e p e a l P r o v isio n s

37

----------------------------------------------------------------------------------------------- and
(here refer to existing law)

38
39

all other acts or parts o f acts in conflict herewith are hereby repealed;
provided, however, that nothing contained in this Act shall invalidate or

40

affect any action taken under any law in effect prior to the effective date
hereof, nor shall invalidate or affect any proceeding instituted under such
law before the effective date hereof.

2

S e c tio n 25

4

E ff e c t iv e D a te

5

1

3

6

This Act shall take effect o n -------------
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Appendix 1
A Sample 150-Semester-Hour Education Program
The following brief description and sample 150-semester-hour educa
tion program are derived from Education Requirements for Entry into the
Accounting Profession, a statement of AICPA policy adopted in 1978.
Education for acquiring the common body of knowledge necessary for
entry into the certified public accounting profession must not only keep
pace with but must anticipate the changes that take place in business and in
the accounting profession. Education for accounting careers is now, and
will continue to be, achieved in a variety of institutional settings. Regard
less of the setting in which students complete their academic preparation,
its scope and content should approximate this sample program and should
lead to the awarding of a graduate degree.
This sample program is provided for the guidance of those who are con
templating changes in their state accountancy statute. It is descriptive
rather than prescriptive. It is not intended that this sample program be en
acted into law. Education programs must be flexible and adaptive, and this
is best achieved by entrusting their content to the accounting academic
community.

A Sample 150-Semester-Hour Education Program
General education
Communication......................................................................................
Behavioral sciences...............................................................................
E conom ics...............................................................................................
Elementary accounting ......................................................................
Introduction to the computer ...........................................................
Mathematics and statistics..................................................................
Other general education......................................................................

Semester
hours
6 -9
6
6
3 -6
3
12
24-18
60

General business education
Economics (theory and the monetary sy ste m ).............................
The legal and social environment of business................................

6
3
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General business education (continued)
Business law ................................................................................
Marketing ....................................................................................
Finance ........................................................................................
Organization, group, and individual beh avior..........................
Quantitative applications in business ........................................
Written com m unication..............................................................

6
3
6
3 -6
6

............. 3
36-39

Accounting educationa
Financial accounting theory ....................................
Applied financial accounting problem s........................ ...........
Contemporary financial accounting issu es..............

15

Cost determination and analysis..............................
Cost con trol................................................................
Cost-based decision making ....................................

6

Tax theory and considerations..................................
Tax problem s..............................................................

6

Audit theory and philosophy........................................
Audit problems . . ........................................................
Computers and information systems............................ ...........

6
............. 6

_____ 39b
Electives

__ 15- 1 2 b
Total semester hours

150

a Includes accounting for both profit-oriented and not-for-profit entities.
bThree semester hours o f the thirty-nine hours o f accounting education and six hours of the
twelve to fifteen hours o f electives, or both, might be allotted to an area o f specialization.
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Appendix 2
Continuing Professional Education
In recent years the public has shown an increased interest in continuing
professional education (CPE). In large part this interest is reflected by leg
islation and regulation adopted in many states mandating that professionals
complete CPE requirements as a condition for the renewal of their state
licenses. To help ensure that CPAs receive quality CPE, the AICPA has
issued standards governing the quality and development of CPE programs
and the measurement and reporting of credits. State boards of accountancy
are encouraged to apply these standards in establishing their own guide
lines and regulations governing CPE. The AICPA Continuing Professional
Education Division and the National Association of State Boards of Ac
countancy may be consulted for full information and assistance.
The following guidelines on continuing professional education have
been adopted by the governing Council of the AICPA.

Continuing Education Guidelines for Adoption
by Boards o f Accountancy

I.

Basic Requirement

A.

In the last three-year period immediately preceding reregis
tration, the applicant must have completed 120 hours or 15
days of acceptable continuing education (a one-day program
should be considered to equal 8 hours).
1. Measurement is in full hours only (a fifty minute period
equals one hour).
2. Only class hours or the equivalent (and not hours devoted
to preparation) are counted.
3. Service as lecturer or discussion leader will be included to
the extent that it contributes to his professional compe
tence (repetitious presentations should not be counted).

B.

The effective date of the requirement should be three years af
ter its adoption. With respect to any individual, the regulation
should become effective on the effective date of the require-
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ment or three years after his initial registration, whichever is
later.
C.

The board of accountancy should have authority to make excep
tions for reasons of health, military service, foreign residency,
retirement, etc.

II.

Programs Which Qualify
A.

The overriding consideration in determining whether a specific
program qualifies is that it should be a “formal program of learn
ing which contributes directly to the professional competence
of an individual after he has been licensed to practice public ac
counting.”

B.

Formal programs requiring class attendance should qualify only
if—
1. An outline is prepared in advance and preserved.
2. The program is at least one hour (fifty minute periods) in
3.
4.

C.

The following qualify provided the above are met:
1.
Professional development programs of the AICPA and the
2.
3.

4.
5.

D.

E.

length.
The program is conducted by a qualified instructor.
A record of registration or attendance is maintained.

state societies.
Technical sessions at meetings of AICPA, state societies
and chapters.
University or college courses
a) Credit courses— each semester hour credit shall equal
15 hours toward the requirement. A quarter hour
credit shall equal 10 hours.
b) Non-credit short courses.
Formal organized in-firm educational programs.
Programs in other organizations (accounting, industrial,
professional, etc.).

Formal correspondence or other individual study programs
which require registration and provide evidence of satisfactory
completion will qualify with the amount of credit to be deter
mined by the board of accountancy.
The state board of accountancy should look to the state society
for assistance in interpreting the acceptability of and credit to be
allowed for individual courses. The American Institute of CPAs
offers its assistance, on request of state boards or state societies,
in making these evaluations.
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III.

Controls and Reporting
A.

The candidate should provide a signed statement of the contin
uing education in which he has participated showing—
1.
Sponsoring organization.
2.
3.
4.
5.

Location of course.
Title and/or description of content.
Dates attended.
Hours claimed.
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Index
A
Accountant
Holding out as prohibited without permit
116(h)] 34
Licensed by foreign countries
Annual limited permits [11 (e) (f) (g)]
25,26
Offices, registration required [10(b)] 22
Registration [6] 17
Permit holders may hold out as accountant
[16(e)] 33
Acts declared unlawful [16] 32
Acts of public officials excepted [17(e)] 36
Annual report of board of accountancy
[4(d)] 12
Appeals
Petition for review of board orders [14(j)] 30
Applicants
Certification [5] 14
Certification of nonresidents [5(h)] 16
Partnerships and corporations of CPAs
[8(c)] 19
Partnerships and corporations of PAs
[9(c)] 21
Permits to practice, annual limited [11 (e) (f)
(g)(i)] 25,26
Permits to practice, biennial [11 (a)] 23
Permits to practice, biennial, nonresident
[11(d)] 25
Permits to practice, biennial renewal [11 (a)
(c)] 23,24
Associations
Recognized professional, ethics investigations
[17(d)] 36
Recognized professional, peer reviews
[17(c)] 36
Attorney general
Enforcement [19] 38
Represents the board [14(h)] 30
Auditing, audit report [2(b) (1),3(f) (2),16(f) (1),
16(g) (1),17(f)(1)] 9,10,33,34,37
Auditor
Holding out as prohibited without permit
[16(h)] 34
Permit holders may hold out as auditor
[16(e)] 33

B
Board of accountancy
Annual report [4(d)] 12
Compensation [4(c)] 12
Created [4(a)] 11
Defined [3(a)] 10
Employees [4(b)] 12
Ethics investigation, disclosure for
[17(d)] 36
Expenses, reimbursed [4(c)] 12
Hearings [14] 29
Majority [4(b)] 12
Members’ qualifications [4(a)] 11
Notification of other boards of accountancy
[14(k)] 31
Officers [4(b)] 12
Public members [4(a)] 11
Records of proceedings [4(b)] 12
Rules and regulations [4(e)(f)] 13
Seal [4(b)] 12
Terms of office [4(a)] 11
C
Causes
For revocation, suspension, or censure
[12,13] 27,28
Certified public accountant
Censure [12,14(a) (2),14(k) (3)] 27,29,31
Certification granted, qualifications
[5(a)] 14
Credit for examinations passed in other
states [5(e)] 15
Credit for parts of examination [5(e)] 15
Education requirement [5(a) (2)] 14
Education requirement waiver [5(b)] 14
Examination [5(a) (3) (c)] 14
Examination before completion of
education [5(d)] 15
Good character [5(a)(1)] 14
Nonresidents [5(h)] 16
Previous certificates valid [5(g)] 16
Reexamination [5(e)] 15
Reinstatement [15] 32
Revocation or suspension [12] 27
Uniform Certified Public Accountants
Examination [5(c)] 14
Advisory Grading Service [5(c)] 14

Note: Bracketed materials in index entries are Model Accountancy Bill sections and subsections; nu
merals that follow the bracketed material are page references.
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Continuing professional education
[11(c)] 24
Corporation of CPAs [8(b)] 19
May hold itself out to the public as PAs
[16(d)] 33
Office registration [10(a)] 22
Corporation of CPAs and PAs [9(b)] 2 1
Office registration [10(a)] 22
Defined [3(c)] 10
Employees need not be CPAs or PAs
[17(a)] 36
Fees
Certification [5(f)] 15
Partnerships and corporation
registration [8(d)] 20
Permits to practice [11(h)] 26
May hold himself out to the public as a public
accountant [16(c)] 33
Members of board of accountancy
[4(a)] 11
Offices, registration required [10(a)] 22
Designation as CPA office [10(a)] 22
Partnerships and corporations [10(a)] 22
Resident manager [10(a)] 22
Partnership of CPAs [8(a)] 18
May hold itself out to the public as PAs
[16(d)] 33
Partnership of CPAs and PAs [9(a)] 20
Permit to practice [11 (a)] 23
Permits for partnerships and corporations of
CPAs [11(a)] 23
Revocation [13] 28
Refusal to renew [13] 28
Suspension [13] 28
Compilation of a financial statement
[2(b) (3),3(f) (4)1 9,10
Compilation report [16(f) (g), 17(f)] 33-34,37
Confidential communications [22] 39
Construction, if any provisions invalid [23] 40
Continuing professional education
Guidelines [Appendix 2] 45
Required for permit renewal
[11(a) (c)] 23,24
Corporations
CPA and PA registration [9(b)] 21
CPA registration [8(b)] 19
PA registration [9(b)] 27
Court
Order enjoining acts in violation [18] 38
Review of board orders [14(j)] 30
CPA— see certified public accountant
CPE — see continuing professional education

D
Defense
Board hearings [14(d)] 30
Failure to defend [14(c)] 30
When a CPA’s or PA’s professional
competence has been
challenged [22(b)] 40
Definitions
Board [3(a)] 10
Certified public accountant or CPA
[3(c)] 10
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Masculine terms include feminine [3(h)] 11
Opinions on financial statements [3(e)] 10
Practice of public accounting [3(f)] 10
Public accountant [3(d)] 10
Report [3(g)] 10
Singular terms include plural [3(i)] 11
State [3(b)] 10
Department of State
Designated as agent for annual limited permit
holders [11(g)] 26
Designated as agent for nonresident CPAs,
partnerships, and corporations
[11(d)] 25
Disclosure of information
Ethics investigations [17(d),22(a)] 36,39
In defense of charges of incompetence
[22(b)] 40
Law, legal process [22(a)] 39
Peer review [17(c),22(a)] 36,39
Standards of the profession [22(a)] 39

E
Education
Continuing professional [11 (c),Appendix 2]
24,45
Required for certification [5(a)(3)] 14
Sample 150-Semester-Hour Program
[Appendix 1] 43
Effective date of Act [25] 41
Enforcement
Attorney general [19] 38
Ethics investigations
Disclosure of information for [17(d),
22(a)] 36,39
Evidence
Court reviews of board orders, new or
additional evidence [14(j)] 30
Records of board admissible as evidence
[4(b)] 12
Single act evidence of practice [20] 38
Examination
Fees [5(f)] 15
Financial statements [2(b) (1 ),3(f) (2),16(f)(1),
16(g) (1),17(f) (1)] 9,10,33,34,37
Uniform CPA [5(a) (3) (c) (d) (e)] 14,15
Exceptions
Acts of nonlicensees [ 17(f)] 37
Acts not prohibited [17] 36
Acts of public officials [17(e)] 37
Disclosure of information
Ethics investigations [17(d)] 36
Peer reviews [17(c)] 36
Employees need not be certified [17(a)] 36
Use of CPA designation [17(b)] 36
Experience
Required for permit [Alternate 11 (a)] 24
F
Fees
Corporation registration
CPA corporations [8(d)] 20
PA corporations [9(d)] 22
Permit to practice [11(h)] 26

CPA candidates
Examination, reexamination [5(f)] 15
Educational qualifications examination
[5(f)] 15
Foreign accountants
Permit to practice [11 (i)] 26
Registration [6(b)] 17
Office
Registration [10(d)] 23
Partnership registration
CPA partnerships [8(d)] 20
PA partnerships [9(d)] 22
Permit to practice [11 (h)] 26
Permits to practice [11 (h) (i)] 26
Public accountant
Permit to practice [11(h)] 26
Financial information
Exception, recording and presentation not
prohibited [17(f)] 37
Financial statements
Audit [2(b) (1 ),3(f) (2),16(f)(1 ),16(g) (1).
17(f)(1)] 9,10,33,34,37
Compilation [2(b) (3),3(f) (4), 16(f) (3), 16(g) (3),
17(f)(3)] 9,10,34,34,37
Exception, preparing not prohibited
[17(f)] 37
Opinions on, defined [3(e)] 10
Report on, defined [3(g)] 10
Reviews [2(b) (2),3(f) (3),16(f) (2),16(g) (2),
17(f)(2)] 9,10,34,34,37
G

Governor
Appoints members of board of
accountancy [4(a)] 11
Board reports annually to [4(d)] 12
May remove members of board [4(a)] 11
Terms of members designated by [4(a)] 11
H

Holding out to the public
Acts declared unlawful
(h)(j)] 32-34

[16(a) (b) (c) (d) (e)

I

Injunction against unlawful acts [18] 38
Single act sufficient to obtain [20] 38
L

Limited permits to engage in practice of public
accountancy [6(a),10(b),11 (e) (f) (g)]
17,22,25-26

Fees [11(i)] 26
M
Masculine terms defined [3(h)] 11
Misdemeanors, penalty [19] 38
N

Notice
Hearing before the board [14(b)] 29
Rules, regulations, proposed [4(f)] 13

O
Officers of board of accountancy [4(b)] 12
Offices
Registration
Accountants licensed by foreign countries
[10(b), 11(e), 16(1)] 22,25,34
CPAs,PAs [10(a),11(a),16(j)l 22,23,34
Corporations [10(a),11(a),16(j)] 22,23,34
Partnerships [10(a),11(a),16(j)] 22,23,34
Resident manager [8(a) (4),(b) (4),9(a)(4),
(b)(4),10] 18,19,21,21,22
Opinions, financial statements [2(b) (1),3(f)(2),
16(f) (1), 16(g) (1), 17(f) (1)] 9,10,33,34,37
Defined [3(e)] 10
Report on, defined [3(g)] 10
Ownership of accountant’s working paper
[21] 39
P

PA— see public accountant
Partnerships
CPA and PA registration [9(a)] 20
CPA, registration [8(a)] 18
Office registration [10(a)] 22
PA, registration [9(a)] 20
Peer review
Disclosure of information for
[17(c),22(a)] 36,39
Penalty, misdemeanor [19] 38
Permit to practice
Accountants licensed by foreign countries
[11(e)(f)(g)(i)] 25-26
Acts declared unlawful unless a permit is
held [16] 32
Annual limited [11 (e)] 25
Cancellation [12(f)] 28
Censure of holders [12,13,14(k)] 27,28,31
Continuing education required for renewal
[11(a)(c)] 23,24
Corporation [11(a)] 23
CPA [11(a)] 23
Exceptions from the Act for persons not
holding permits [17(e) (f)] 37
Expiration [11(a)] 23
Fees [11(h)] 26
Nonresidents [11(d)] 25
PA [11(a)] 23
Partnership [11(a)] 23
Refusal to renew [12,13,14(k)] 27,28,31
Renewal [11(a)(c)] 23,24
Required for partner, shareholder, or office
manager [8,9] 18,20
Required to practice public accounting
[16(j)] 34
Revocation [12,13,14(k)] 27,28,31
Suspension [12,13,14(k)] 27,28,31
Policy statement [2] 9
Presentation of financial information or data
Exception, not prohibited [17(f)] 37
Professional associations
Ethics investigations [17(d)] 36
Peer reviews [17(c)] 36
Public accountant
CPAs may practice as public accountants
[16(c)] 33
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CPA partnership or corporation may practice
as public accountants [16(d)] 33
Defined [3(d)] 10
Employees need not be CPAs or PAs
[17(a)] 36
Holding permits may continue to
practice [7(a)] 17
Unqualified persons, partnerships, and
corporations may not use this
designation [16(c) (d)] 33
Use of designation [7,16(c)] 17,33
Public accounting
Practice of
Defined [3(f)] 10
Permits required to practice [16(j)] 34
Persons practicing be qualified [2(b)] 9
Without permit declared unlawful
[16(j)] 34
Public bookkeeping
Exception, not prohibited [17(f)] 37
Public hearing
Subpoenas for information for [22(b)] 40
Public interest
To protect, purpose of the Act [2] 9

Q
Qualifications
As public accountants [7] 17
Education, acceptable substitute [5(b)] 14
Qualified
As public accountants [7] 17
Board members other than CPAs [4(a)] 11
Persons practicing public accounting
[2(a)] 9

R
Refusal to renew
Notification of other boards of
accountancy [14(k)] 31
Permit to practice, corporation or
partnership [13] 28
Permit to practice, individual [12] 27
Registration
Accountants licensed by foreign
countries [6] 17
As public accountants [7] 17
Corporations practicing public accounting as
CPAs [8(b)] 19
Corporations practicing public accounting as
PAs [9(b)] 21
Offices for the practice of public
accounting [10] 22
Partnerships practicing public accounting as
CPAs [8(a)] 18
Partnerships practicing public accounting as
PAs [9(a)] 20
Reinstatement
CPA certificate [15(a)] 32
PA registration [15(b)] 32
Permit to practice [15(d)] 32
Registration of accountant licensed by a
foreign country [15(c)] 32
Reissue
Accountant licensed by foreign country
registration [15(c)] 32
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Annual limited permit [15(d)] 32
CPA certificate. [15(a)] 32
PA registration [15(b)] 32
Permit to practice [15] 32
Repealer [24] 40
Report
Defined [3(g)] 10
On financial statements [2(b),3(f),16(f) (g),
17(f)] 9,10,33-34,37
Restraining order
For violations [18] 38
Review
Of Board orders [14] 29
Peer [17(c),22(a)] 36,39
Review of a financial statement, review
report [2(b) (2),3(f) (3), 16(f) (2) (g) (2),
17(f)(2)] 9,10,34,34,37
Revocation
Annual limited permit to practice [12] 27
CPA certificate [12] 27
Corporation registration or permit to
practice [13] 28
Partnership registration or permit to
practice [13] 28
Permit to practice [12,13] 27,28
Public accountant registration [12] 27
Registration of accountant licensed by
a foreign country [12] 27
Rules and regulations
Board to prescribe [4(e)] 13
Promulgation by board, notice to permit
holders [4(f)] 13
S
Single act evidence of practice [20] 38
Singular terms defined [3(i)] 11
State
Defined [3(b)] 10
State board of accountancy [4] 11
Suspension
Annual limited permit to practice [12] 27
Corporation registration or permit to
practice [13] 28
CPA certificate [12] 27
Modification of by board [15(d)] 32
PA registration [12] 27
Partnership registration or permit to
practice [13] 28
Permit to practice [12] 27
Registration of accountant licensed by a
foreign country [12] 27
Systems
Exception, devising and installing not
prohibited [17(f)] 37

T
Tax services
Exception, not prohibited [17(f)] 37
Title of the Act [1] 9
Titles, (designations)
Corporations or partnerships [8,9,16]
20,32
CPA [16,17(b)] 32,36

18,

Exception, use of by officer, partner, or
principal of any organization, public
officials, or employees [17(e)] 37
Likely to be confused with CPA or PA [2(b),
16(e)] 9,33
PA [16] 32
Transcript of board record

[14(j)]

30

U
Uniform CPA Examination [5(c)] 14
United States
Authority not limited [22(b)] 40

Unlawful acts
Acts declared unlawful [16]
Injunction against [18] 38

32

W
Witnesses at board hearings

[14(d)(e)]
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Working papers, accountants,
ownership [21] 39
Written notice to accused for
hearing [14(b)] 29
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